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SUB J : REFINEMENTS TO THE 1974 TAX REFORM 

1. THE GOC WILL INTRODUCE TO CONGRESS SEVERAL REFINEMENTS TO 
1974 TAX REFORM PACKAGE. MOST IMPORTANT REFINEMENT WILL BE A 
BUILT IN 8 PERCENT DE-ESCALATION OF TAX BRACKETS TO PROTECT 
PROGRESSIVITY OF THE INCOME TAX. THE GOC CONSIDERS 8 PC A NATURAL 
RATE OF INFLATION FOR COLOMBIA AND SUFFICIENT TO PROTECT THE LOWER 
INCOME TAX PAYERS FROM RAPID ESCALATION OF THEIR TAX BRACKET 
THROUGH INFLATION. GOC WILL NOT INDEX SYSTEM, HOWEVER, AS THEY 
WANT TO PRESERVE THE BUILT IN STABILIZATION EFFECT OF A PRO- 
GRESSIVE TAX. THE OTHER MAJOR CHANGE MAY BE A REDUCTION OF THE 
CORPORATE TAX RATE TO BRING CORPORATE TAX BURDEN IN LINE WITH 
BURDEN ON OTHER FORMS OF BUSINESS ORGANIZATION. 

2. DIRECTOR OF GENERAL TAXES GUILLERMO PERRY TOLD PRESS THAT 
THE MEASURES WERE DESIGNED INTO THE REFORMS FROM THE INCEPTION 
BUT COULD NOT BE DECREED UNDER EMERGENCY POWERS BECAUSE THEY 

DEALT WITH THE FUTURE. NEVERTHELESS, WHEN THE PRESS REPORTED 
THAT THE GOVT WAS STUDYING MEASURES TO EASE THE TAX BURDEN, 
PRESSURES ON THE GOC FOR SPECIAL CONSIDERATION INTENSIFIED ONCE 
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3. THE PRESS REPORTED THAT THE GOC WAS CONSIDERING EASING PRES- 
UMPTIVE TAX ON CORPORATIONS IN "SPECIAL CIRCUMSTANCES’". THE 
PRESUMPTIVE TAX HAS BEEN THE SOURCE OF MOST COMPLAINTS. WITH 
FREQUENT CITING OF STATISTICS ON THE ELIMINATION OF MANY 
CORPORATIONS BECAUSE OF EXCESS TAX BURDEN. THE VANISHING COR- 
PORATIONS ACCORDING TO PERRY WERE LARGELY DUMMIES SET UP TO 
CHANGE INCOME INTO PREVIOUSLY TAX FREE CAPITAL GAINS. COR 
PORATIONS THAT SHOW LOSSES WILL CONTINUE TO HAVE TO PAY THE 
PRESUMPTIVE TAX. (THESE TAXES CAN BE CARRIED FORWARD AS LOSSES 
AND APPLIED TOWARD TAXES ON EARNINGS IN EXCESS OF 8 PERCENT.) 

4. PERRY IS PLEASED WITH THE RESULTS OF THE TAX REFORM, AS WELL 
AS HE MIGHT BE FOR REAL REVENUES ARE RUNNING 20 PERCENT ABOVE 
WHAT THEY WOULD HAVE BEEN WITHOUT THE REFORM. WHILE HE EXPECTS 
EXPERTISE IN TAX EVASION TO GRADUALLY INCREASE, PERRY BELIEVES 
THAT THE ELASTICITY OF THE SYSTEM WILL REMA L GREATER THAN ONE, 
PARTLY BECAUSE OF THE PROGRESSIGRTY AND PARTLY BECAUSE OF GRAD- 
UALLY IMPROVING ECMINISTRATION. THESE ADJUSTMENTS ARE BEING 
UNDERTAKEN TO PROTECT THE INTEGRITY OF THE TAX REFORM FROM 
SPECIAL INTERESTS AS WELL AS FROM INFLATION. PERRY EXPRESSED 

THE CONCERN THAT WERE IT NECESSARY TO ADJUST THE TAX BRACKETS 
PERIODICALLY IN CONGRESS, THE SYSTEM WOULD BE GRADUALLY ERODED 
BY SPECIAL ATTACHMENTS AND LOOPHOLES. THESE DEVELOPMENTS AND THE 
TAX REFORM IN GENERAL REFLECT THE ROLE OF THE TECHNOCRAT IN THE 
LOPEZ GOVT. THESE LARGELY US TRAINED, AND YOUNG SPECIALISTS 
(BOTERO CAN BE COUNTED AMONG THEM) ARE CONTINUING TO PUT THEIR 
STAMP ON THIS GOVERNMNET. 
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